


The following market indicators were

reached (in billions of dollars):

capitalization of the shares market: total volume of trading:
43 o 3 2 01 .O
total number of issuers —in shares: 1.1

at the year’s end: —in bonds: 2.0

—in government notes: 7.7
—in repo transactions: 84.0

—in foreign currency: 106.2
—in futures: USD20 million

Financial results in brief

(in millions of dollars):

equity capital: operating expenses:
1 5 [ J ; 6 o 1
operating income: net profit:

7.9 1.1

In the reporting year — the first one
regarding the development strategy

— emphasis was put on the following
projects:

— FIX-gateway of the trading system;

— remote access to trading;

— membership of non-residents and central counteragent;
—training trading system;

— Internet trading system STrade
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Statement of KASE President
to shareholders and market participants

onorable Ladies and
Gentlemen!
The reporting year is

the first year of KASE’s new
Strategy.

Over the past three years
the development of KASE was
going on in a very close cooper-
ation with regulators. We have
been learning from the crisis.
The major projects of those
years were the ,,mark-to-mar-
ket“ system on the direct re-
po market, buffer category of
the official list, ,,reloading*
of KASE’s derivatives mar-
ket with the launch on it of a
modern risk management sys-
tem, development of a settle-
ment system based on the T+0
scheme with complete pre-
depositing of securities and
money that was already intro-
duced in the reporting year as
the Exchange’s response to a
relatively high percentage of
failed deals. A risk manage-
ment department and an inter-
nal audit service were estab-
lished and major decisions on
issues relating to ensuring the
business continuity of the Ex-
change were taken.

All the mentioned above
has allowed KASE to switch
to development of a Strategy
for 2011-2013 and implemen-
tation of the three-year Stra-
tegic Plan. The main empha-
sis in these documents is put
on increasing the liquidity of
financial instruments being
traded at KASE.

Understanding that to
reach that goal is impossi-
ble without a new approach to
the formation of an investors’
base and expansion of the list
of instruments being traded,
— in 2011 we focused on stra-
tegic projects, whose imple-
mentation, in our opinion,
will allow us to substantially

increase the number and in-

crease the geographical distri-

bution of investors operating
at KASE. Amongst those pro-
jects there are:

— commissioning of a gateway
through which any trade
terminals supporting the
FIX-protocol of market da-
ta transmission can connect
to KASE’s trading system
which remarkably increas-
es the potential of the Stock
Exchange’s investor base;

— technical and methodo-
logical work to ensure in-
vestors’ remote access to
KASE-based trading;

— conceptual decisions and
close cooperation with reg-
ulators on the projects of re-
mote membership to KASE
for non-residents and or-
ganizing of securities trad-
ing with deferred settle-
ments and partial securi-
ty with participation of the
central counteragent (T+n
with n>0);

— launching of the Training
trading system as an in-
strument of attracting the
retail investor to the mar-
ket encouraged by training;

— putting into operation of
the internet trading system
called ,,STrade“ that allows
the use of a digital signa-
ture.

The same goals were pur-
sued by another two projects,
to which the Stock Exchange
paid a special attention in the
reporting year, — conducting
in Almaty with the organiza-
tional support of KASE of the
17" Annual General Assembly
of The Federation of Eurasian
Stock Exchanges (FEAS) with
accompanying events, as well
as the participation in a gov-
ernment program called ,,Peo-
ple’s IPO“.

Kadyrzhan Damitov, President of Kazakhstan Stock Exchange JSC

Unfortunately, the above-
mentioned projects were not
able to increase revenues of
the Stock Exchange in the re-
porting year. And, since the
market faced unfavorable con-
ditions in 2011, the volume of
trades at KASE decreased by
3.1%. The greatest damage
was caused to the exchange
stock market that lost about
20% of its turnover. That, of
course, affected financial re-
sults of the year. But we man-
aged to optimize our expenses,
and the net income received

based on the results of 2011
did surpass the same indica-
tor of the approved budget for
60 %.

In 2012-2013, whilst pro-
gressively continuing the Stra-
tegic Plan’s implementation,
we are going to put an empha-
sis on the marketing activi-
ty and try to break the trend
of the decreasing stocks turn-
over at the securities market.
And, even though, not every-
thing depends on KASE, we
do believe, that we will reach a
certain success.



Short overview of the market situation
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Kazakhstan has shown a positive economic
result in 2011. But the aggravated problems of
the world financial system had negatively affect-
ed the stock exchange market of KASE.

gainst the back-
ground of worsen-
ing structural mis-

balances in the world econo-
my the reporting year didn’t
bring any optimism to the
world market. If in 2010 a
thesis of a post-crisis re-
covery was still heard, in
2011 most people started to
talk about a new wave of the
world crisis. The real indi-
cators of the world economy
deteriorated (pic. 1), the cost
of borrowing increased for
many countries and that di-
rectly affected the economic
figures. The investors were
every so often giving prior-
ity to different types of as-
sets in search of the optimal
schemes of protection from
losses or augmenting the
profits.

The the
goods and commodity mar-
kets that highly affects the
Kazakhstan
had been evolving in differ-

situation at

economy of

ent ways. The prices of in-
dustrial metals, basically,

showed a negative dynamics

Picture 1

(pic. 2), while the cost of oil
of Brent mark had increased
by 14% during the peri-
od finishing the year at 108
US dollars per barrel. Pre-
cious metals were character-
ized by a mildly-negative dy-
namics with the exception
of gold — the price for one of
the safest assets in the long
run had increased by 10 %
by the end of the reporting
year and reached 1,565 US
dollars per troy ounce. At
that, the historic maximum
— 1,900 US dollars per ounce
— was registered in Septem-
ber 2011.

Keeping the prices of oil
high and conducting an ef-
fective monetary policy al-
lowed Kazakhstan to
prove its macroeconomic
figures. The planned GDP
growth of 7.5 % was reached
and the unemployment rate
made up 5.4% at the end
of the year with the annu-
al inflation of 7.4% fit-
ting in the projected corri-
dor of 6-8 % set by the Na-
tional Bank. The growth in

im-

Growth in the world GDP for the last years, in %

Source: Bloomberg

+3.95

+3.56

the aggregated money sup-
ply (M3) during that pe-
riod was as high as 15%,
whilst the money in circula-
tion grew by 19 % which is
slightly less than in the pre-
vious year. The significant
growth in export revenues
pushed the current account
surplus to the level of 14.1
bln US dollars (pic. 3). The
trade balance was 47.3 bln
US dollars in 2011 showing
a 65% increase. Only dur-
ing the first half of 2011 Ka-
zakhstan generated about
70 % of the export revenues
of 2010.

Against the backdrop of
an improving economic sit-
uation in Kazakhstan, the
international rating agen-
cy Standard & Poor’s has in-
creased the credit ratings of
the republic in November of
2011. The independent cred-
it rating in foreign curren-
cy was increased to the lev-
el of ,BBB+“ short-term
rating in foreign currency —
from ,,A-3“ to ,,A-2%, and the
short-term rating was af-
firmed at the level of ,,BBB.
The forecast on all the rat-
ings stayed stable. Thus,
Kazakhstan once again took
the first place with regard
to ratings in foreign cur-
rency among CIS countries

+3.92

The share of KASE on comparable
operations has increased from 72 to
84 %

84 -,

USD/KZT

4.4 -,

of the market’s turnover

tenge nominally has strengthened
towards the dollar for

+0.61 %

Index KASE_BY.
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with 9% of increase in trades volume
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Picture 2

The change in prices for metals and raw materials in 2011 in %

Source: Bloomberg
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Nominal cost of the corporate debt
allowed for trading at KASE, based
on results of the year, was 40.1 bln US
dollars

40.1

bln USD

Index KASE

39.7 %

at a decrease in the trades’ volumes
by 43,2 %

Capitalization of the shares’ market

43.3

bln USD

—28%

Volume of trades at the secondary
market of GS.

— 40

Apr

Jul

standing close to Thailand,
Ireland and South Africa.
In the same month the rat-
ings agency Fitch increased
the ratings of the Repub-
lic of Kazakhstan: the long-
term ratings of obligations
in foreign currency from
»BBB—“ to ,,BBB*“, those in
the national currency — from
,BBB“ to ,,BBB+“, the out-
look on the ratings is ,,pos-
itive“.

Despite the increase in ex-
port revenues and the share
of KASE on
transactions of the currency
market from 71.9 % in 2010
to 83.9% in the reporting
year, the volume of foreign

comparable

currency exchange transac-
tions of STB, had practically
not changed in comparison
with 2010 and, therefore, it
broke the rule of the previ-
ous years where an increase
in export revenues led to a
growth of the proceeds ac-
cumulated in the accounts
at STB and an increase in
the volume of transactions
in foreign currency. The
quantity and daily volume
of trades in foreign curren-
cy was decreasing during
2011, even though, mem-
bers of KASE foreign cur-
rency market were joined by
JSC METROKOMBANK and

Aug Sept Oct

SO JSC Bank VTB (Kazakh-
stan).

Not less illogical was the
situation on the stock ex-
change trades in the Rus-
sian ruble against the tenge.
Despite a significant in-
crease in the commodity
turnover with Russia caused
by the start of the work of
the Customs Union, the vol-
ume of transactions in ruble
at KASE decreased by 9.4 %
in the reporting year com-
pared to 2010. The share of
the ruble in the turnaround
of currency at KASE did
not changed and didn’t ex-
ceed 0.2% according to re-
sults of the reporting year
of. An undoubted leader on
the floor was, as always, the
pair dollar-tenge. Its share
is 74.4 % from the volume of
foreign currency trades! at
KASE.

Speculative potential at
KASE’s foreign currency
market was still low due to
the minimal volatility of the
tenge to US dollar exchange
rate. Nevertheless, in the
first half of the reporting
year, the tenge just like the
Russian ruble, was showing
a tendency of its strength-
ening against the dollar be-
cause of the increase in the
world’s oil prices, and, in

! This may include swaps in the stated currency pair, which accounted for 25.4 % of the market.

60
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the second half of the year,
following a gradual decrease
in the prices of Brent, the
tenge was also leaning to-
wards weakening. Overall,
the fluctuation of the ex-
change rate of the tenge to
the world’s main reserve
currency in 2011 was with-
in the corridor of 145.81-
148.43 tenge per US dol-
lar. Also, based on the av-
erage exchange rate at the
morning session, the level
of tenge to dollar devalua-
tion in the nominal expres-
sion was 0.61 % (in 2010 —
0.65 %).

Despite the increase in
foreign currency revenues
of exporters, highly liquid
resources of the banks de-
creased to 9 % over the past
year, whilst the credit port-
folio grew 11%. Howev-
er, the decrease in the ex-
cess liquidity in the bank-
ing sector was not sufficient
to have a significant effect
on KASE’s money market.
TONIA and TWINA indica-
tors grew by 68 and 66 basis
points respectively (pic. 4)
by the end of the year which
is the normal volatility for
these indicators, and indica-
tor KazPrime stayed at the
same level of 2.0% per an-
num. Also, the volume of the



stock exchange’s repo op-
erations did not practically
change? compared to 2010.

At the same time, rates
at the stock market of cor-
porate debt were leaning to-
wards growth. Index KASE
BY, based on the year’s re-
sults, showed an increase of
123 basis points (pic. 5). It
can be explained by a nega-
tive mood at the stock mar-
ket due to the expectation of
a new wave of the crisis, es-
pecially, in the second half
of the reporting year, as
well as the continuing de-
faults of companies listed
at KASE? and, as a conse-
quence, a cautious approach
by investors to bonds of me-
dium and relatively low in-
vestment quality. The list of
corporate bonds, being trad-
ed at KASE, lost 10 papers
in a year, contracting by 4 %
to 240, and the number of is-
suers whose debt obligations
are being traded at KASE
decreased from 77 to T71.
When it comes to the activ-
ity of investors in this seg-
ment, then, we can see that
in the reporting year a 9 %
growth in the trades of cor-
porate bonds was obtained
mainly due trading in obli-
gations of the most reliable
issuers.

The mood of
in the segment of equity

investors

Picture 4

securities was naturally dic-
tated by the situation at the
world’s financial markets.
The main events of 2011,
most important of which
were the exacerbation of the
European debt crisis, prob-
lems with the national debt
of the USA and the natural
disaster in Japan, — were re-
flected, in some way or an-
other, on the market in Ka-
zakhstan. The positive were
only the first one and a half
months of the reporting
year. Beginning from mid-
February KASE index was
tumbling at an increasing
speed and only at the end
of the year it had stabilized
somewhat. The result of the
year was a drop-down of this
indicator by 35.7% while
in 2010 it dropped by only
2.8%.

At picture 6, it can be
seen very well that KASE
Index in 2011 showed a more
negative picture than main
stock indexes of developed
markets. And, this, despite
the fact, that the source of
the problem in the world
economy were, actually, the
more developed countries.
The reason lies in the weak
diversification of KASE In-
dex, the representative list
of which consists of shares
of only seven issuers. The
remaining shares of KASE’s

Indicators of the money market in 2011 in %

— KazPrime

Source: KASE
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Picture 3

Payments balance of Kazakhstan in 2010-2011,

quarterly, in bln of USD

—f—— Trade balance surplus Source:
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official list have almost ze-
ro liquidity. Except the na-
tional monopoly in the tele-
communication sphere — Ka-
zakhtelecom JSC, ratings of
regular shares of which have
increased to 12% (pic. 7)
based on results of the year;
other issuers failed to show
a positive dynamics in the
prices of their shares. The
oil sector — the basis of Ka-
zakhstan’s economy — is rep-
resented in the index of Ka-
zMunaiGas EP JSC, which
in 2011 had experienced in-
ternal problems, and the
price for an ordinary share
of this company, based on
the results of the year, had

.........

decreased by 22 %. The fi-
nancial sector, represent-
ed in the index by three Ka-
zakh banks, has during the
whole year shown the most
conspicuously negative dy-
namics all over the world.
(pic. 8). Common shares of
Bank CenterCredit JSC, Ka-
zkommertsbank JSC and
Halyk Savings Bank of Ka-
zakhstan JSC lost 59 %,
50% and 43 % respective-
ly during the year. Shares
of companies of the mining
sector - KAZAKHMYS PLC
and EURASIAN NATURAL
RESOURCES CORPORA-
TION PLC (ENRC) - were
affected by a decrease in

- 8 (%)

Jerm Feb Mar

Apr

May Jun Jul

Aug Sept Oct

2 Complete statistical data on all sectors of KASE market are given in the files of the Factbook of this Report.
3 In 2011 due to principal debt or coupon payments default was accepted by Almatytemir JSC, Astana-Nedvizhimost JSC, AstanaGasService JSC, Doszhan
Temir Zholy (DTZ) JSC, Kazakhstan Kagazy JSC, Karaganda factory of asbestos-cement products JSC, EKOTON + JSC, ABDI Company JSC.
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Picture 5 - 16.0 (%)
Index of corporate bonds of KASE_BY in 2011 in %
Source: KASE - 15.5
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the prices of exported com-
modities and finished prod-
ucts, whilst ENRC had wor-
ried the investors by certain
problems in its corporate
governance. As a result, the
prices of shares of the above
mentioned companies had
decreased by 41 % and 38 %
respectively during the re-
porting year.

It needs to be pointed-
out that the rapid drop of
KASE Index had caused an
out-flow of investors’ mon-
ey from Kazakhstan’s mar-
ket, increasing the risks of
liquidity and, therefore, de-
priving the market of the
possibility of a fast recovery
just like it occurred at more
developed markets. The vol-
ume of trades in shares at
KASE was higher than in
2010 only in the first half of
the reporting year. The ac-
celeration of the index drop
was followed by a decrease
in the volumes of trades, and
as a result of it, the market
of shares at KASE, based on
the results of 2011, had lost
43.2 % of its turnover. How-
ever, the number of instru-
ments traded in this sector
remained the same — 92, and
the number of listed compa-
nies had decreased by one to
67, and their total market
value (capitalization of the
shares market of KASE) was
estimated at the equivalent

Apr

May Jun Jul

of 43.3 bln US dollars by the
end of the reporting year de-
creasing by 28 % during the
year.

Aside from the above-
events

mentioned was

Picture 9

Aug Sept Oct

Kazakhstan’s
government securities (GS).
The rates here remained sta-
ble, since following chang-
esin the legislation APF had
continued to increase the

market of

Deficit of the state budget, trln. Tenge, in % of GDP

Profitable part Budget
of the budget deficit
[] Expense part of —e— Deficitin % | (%)
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2.7
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Source:

Ministry of Finance
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share of GS in their portfoli-
os, demonstrating a perma-
nently high demand at auc-
tions of the Ministry of Fi-
nance. That phenomenon
had reached its peak by the
end of the reporting year
right before the introduc-
tion of a multi-portfolio pen-
sion system, whereas each
fund had to allocate the con-
servative portfolio from the
existing investment portfo-
lio. Along with adjustments
to prudent regulation that
led to a significant drop in
activity at the secondary
market of GS. It is sufficient
enough to emphasize that
the volume of the trades in
December reached its mini-
mum for a year, making-up
11.6 bln tenge and decreas-
ing by 84 % in respect to the
same period last year. But in
total, during the reporting
period, the volume of trades
of GS at the secondary mar-
ket of KASE dropped 40 %
in comparison with the pre-
vious year.

At the same time, the
combined volume of auc-
tions on the GS market had
reached 674 bln tenge which
was 5 % less than the volume
of MEKAM sales planned by
the Ministry of Finance for
2011. Also, the deficit of the
state budget had decreased
t0 2.1 % of GDP and amount-
ed to 576 bln tenge (pic. 9)*

4 The structure of Kazakhstan’s debt issued in the form of GS, as well as the price indicators of this segment of the market are given in the files of the Factbook of this

report.



Picture 6

Change in the main stock exchange indexes in 2011, in %

Source: Bloomberg
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Picture 7
Dynamics of shares of KASE’s representative list in 2011, in %

Source: KASE
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Picture 8

Dynamics of shares of banking sector in 2011, in %

Source: Bloomberg
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Financial results of 2011°

Assets and liabilities of Exchange group

In 2011 KASE Group had earned a net profit in
the amount of 162.1 mln tenge which is 46.8 %
less than that of 2010. At the same time, the
net profit of KASE was higher than the planned

indicator by 59.7 %.

Assets

2,661.5 mln tenge
+440.4 mln tenge

+19.8 %

Picture 10

s of December 3lst,
2011 the combined
assets of the KASE

Group had reached 2,661.5 mln
tenge, increasing by 440.4 mln
tenge (+19.8%) during the
year. At that, the structure of
the Burse’s assets had substan-
tially changed in the report-
ing year. Part of the financial
assets, as a rule, kept during
the previous periods in depos-
its at second-tier banks, was
channeled towards acquisition

by the Exchange of fixed as-
sets. Thus, on April 4th, 2011
the Exchange made a deal on
purchasing office premises at
the Multifunctional complex
»Almaty Towers* for the pur-
pose of allocating its person-
nel there and substantially de-
creasing rent expenses. As a
result, the cash and its equiv-
alents had decreased by 310.1
mln tenge (—86.3%) to 49.3
mln tenge (1.9 % of all the as-
sets) within a year; the mon-
ey in bank accounts had de-
creased by 488.5 mln tenge
(—45.6 %) to 583.3 mln tenge
(21.9% of all the assets).

It is worth mentioning that
within the assets’ structure
the item called ,,money with

Structure of revenues of KASE Group on services and commissions in 2011 and 2010

31%

2011
1,009.9 min
tenge

Listing fees

(0)
2 %
Revenue from services

rendered via remote
access

3 %

a limited use“ had increased
7 times and reached a total of
224.8 mln tenge, reflecting ob-
ligations before members of
the Exchange. The essential
growth of this item is not ob-
vious since it contains mon-
ey that belongs to members of
the Exchange placed at corre-
spondent accounts of KASE as
of the date of the balance be-
ing drawn up and, at the same
time, this amount is simulta-
neously being shown in the li-
abilities as well. Provided this
item is not considered as an as-
set at the end of 2010 and 2011,
the reporting year is charac-
terized by an increase in Ex-
change’s assets by 246.4 mln
tenge or 11.24%.

~~~~~~~~~~ Revenue from offering --- 10 %

of the information services

36 %

2010
994.9 mln
tenge

Revenue from software development

27 %

Membership fees

25 %

5 Sector structure of Kazakhstan foreign exchange market turnover and share of KASE in 2011 are given in files of the Factbook.
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Capital of Exchange group

he decision taken by
the Exchange’s Board
of Directors in Octo-

ber 2010 on additional capital-
ization of KASE, had allowed
the Exchange, in the report-
ing year, to create a necessary
»safety factor* in order to meet
requirements of FSC NBK,
as well as to implement sever-
al key projects on formation of
reserve funds, to update part
of fixed assets and to complete
the construction of the backup
center’s building.

On December 9th, 2010
the Exchange council decid-
ed to additionally offer in 2011

shares of the Exchange that
were still unsold after the ex-
ercise by KASE shareholders
of their preemptive right to
purchase. Additional offering
of 29,956 ordinary shares was
done at the price of 3,707 tenge
per share, and as a result, the
shareholders’ capital of the Ex-
change had increased in the re-
porting year by 111.4 mln tenge
(+27.3%) to 517.3 mln tenge.
It also needs to be pointed-
out that based on the results
of 2010 and in accordance with
the decision of the sharehold-
ers’ annual General meeting,
dividends in the amount of 30.5

mln tenge were accrued on the
Exchange’s ordinary shares
(10.0 % of the net profit, earned
by the Exchange in 2010) based
on the amount of 56 tenge per
share.

Based on the results of
2011, the Exchange’s equi-
ty had increased by 239.3 min
tenge (+11.5%) to 2,328.9 min
tenge. Just as in 2010, the in-
crease was based mainly on
the growth of the sharehold-
ers’ capital and retained profit,
which increased by 131.6 mln
tenge (+8.7%) and by the end
of the reporting year reached
1,647.1 mln tenge.

Revenues and expenses of Exchange group

©00000000000000000000000000000000000000000000000000000000000000000
.

: Revenues
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espite the decrease in
activity in almost all
sectors of the mar-

ket, being operated by the Ex-
change (see the chapter ,,Short
overview of the market sit-
uation in 2011“), the reve-
nue from services and com-
missions of the KASE group
had increased by 15.0 mln

tenge (+1.5%) during 2011
reaching 1,009.9 mln tenge
(pic. 10). That being the fact,
83.2% of the revenues on the
services and commissions
were sourced from member-
ship fees, commissions and
listings’ charges.

The indicator of the ope-
rating income of the exchange

Revenues from membership fees

n the analyzed period,
I revenues of the Exchange

from membership fees
reached 271.3 mln tenge, in-
cluding the entrance fees —
25.0 mln tenge, monthly fees
—246.3 mln tenge. Within one
year the growth made up 7.7 %
or 19.5 mln tenge in absolute
terms and because of it the
share of this item in revenues
from services and commis-
sions of the KASE group had
increased from 25% to 27 %
(pic.
was caused by the fact that in

10). Such an increase

2011 the stock exchange mar-
ket of foreign currency main-
tained and even strengthened

a bit its competitive advantage
over the non-exchange mar-
ket. Thanks to it, the number
of members of KASE’s curren-
cy market had increased® and
the total amount of their mem-
bership fees also increased by
13.8 % to 213.3 mln tenge.
Moreover, during the re-
porting year the Exchange
had acquired three new mem-
bers of the stock exchange
market and one of the deriv-
atives market. That had posi-
tively influenced the dynamics
of membership entrance fees.
However, the decrease in the
activity at the securities mar-
ket (see the chapter ,,Short

group in 2011 was lower than
that of the previous year
by 33.2 mln tenge (—2.9%)
and made up 1,114.1 mln
tenge. The
caused by a drop in interest

decrease was
revenues by 10.8 mln tenge
(-10.1%) to 95.5 mln tenge
because of a decrease in the
volume of funds allocated
in deposits at second-tier
banks after the purchase by
the Exchange of the office

premises.

overview of the market conjec-
ture in 2011¢), led to the fact
that, based on the results of
the year, four companies were
excluded from members of the
stock market (two-due to vol-
untary abandoning of their li-
censes and another two-due to
their licenses having been re-
voked by the authorized en-
tity). As a result, the over-
all number of members of the
stock market decreased to
74 from 75 in 20107 and the
amount of monthly member-
ship fees in this membership
category increased by 0.5 mln
tenge (+1.5 %) and reached an
amount of 33.0 mln tenge.

6 Data on changes in the lists of KASE members in 2011 are given in files of the Factbook.
7 Data on changes in number of KASE members by categories in 2011 are given in files of the Factbook.

Shareholders’
capital

517.3 mln tenge

+27.3 %

Equity capital

2,328.9 mln tenge
+239.3 mln tenge

+11.5%

Revenues from membership fees
+19.5 mln tenge

+ 7.7 %
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Revenues from listing fees
—43.7 mln tenge

—12.1%

Revenues from commission fees
+23.3 mln tenge

+10.1 %

The volume of trades at KASE in the
sector of shares

—43.2%

Revenues from listing fees

n the reporting year the
I share of revenues from

listings fees did not prac-
tically change and account-
ed yet for a third of the KASE
Group’s revenues from servic-
es and commissions. A small
decrease in the share — from
36.2% to 31.4% — was com-
pensated by the growth in rev-
enues from commission fees
and membership fees.

The exclusion in 2011 from
KASE’s official list of securi-
ties of 46 titles and 32 issuers
was one of the reasons for the
decrease in the total volume of
listing fees collected. But, it is
also worth mentioning that:

— the main part, namely, se-
curities of 33 titles and 24
issuers, were excluded from
the official list due to their
circulation term’s expira-
tion;

— securities of eight titles
which had been in the buff-
er category since 2010 and
three issuers which failed
to regulate their indebted-
ness in the reporting year,
were excluded in a compul-
sory order;

— the other three issuers left
had initiated voluntary del-
isting of their securities.
Asaresult, in 2011 the total

amount of listing fees turned

Revenues from commission fees

n the reporting year the
I Exchange collected 252.6
mln tenge in commis-
sions, out of which 63.3 mln
tenge was obtained from the
CS market, 91.8 mln tenge —
from the GS market, 55.7 mln
tenge — from repo operations
(pic. 11). The total sum of
commission fees in 2011 had
increased by 23.3 mln tenge
(+10.1 %) to 252.6 mln tenge.
The continuing investors’
outflow from the local market
of equity instruments during
the difficult situation in the
world economy was the reason
for a 43.2% decrease in the
volume of trades at KASE in
the shares sector. This being
the fact, the volume of com-
missions coming from trans-
actions involving purchase/
sale of equity had decreased
only by 1.2 mln tenge or 7.6 %
(without taking into consid-
eration special trading ses-
sions) and amounted to 14.3
mln tenge.

The Exchange’s revenues
from commissions on CS were
propped up by the growth of
trades in corporate debt secu-
rities. The demand for bonds
of high-quality issuers result-
ed, first of all, in activation of
trades in bonds of Sovereign
Wealth Fund ,,Samruk-Kazy-
na“ JSC which allowed the Ex-
change to earn 49.0 mln tenge
in this segment, which was by
9.9 mln tenge or 25.2 % more
than in 2010.

On the GS market of the
volume of commission fees
had decreased by 61.3 mlin
tenge (—40.0%) in the re-
porting year, to 91.7 mln
tenge, which was the result
of a 39.4% drop in the vol-
ume of government bonds be-
ing traded at the secondary
market. The reasons for such
a case were described in the
chapter ,,Short overview of
the market“. The Exchange,
as always, was servicing auc-
tions on offering of MEKAM

8 Data on changes in KASE lists in the markets of equity and debt securities in 2011 are given in files of the Factbook.
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out to be 43.7 mln tenge less
than the same indicator of the
previous year (—12.1%) and
made up 316.7 mln tenge.

Due to the decrease in the
number of new listings in the
reporting year from 56 to 35
the volume of the entrance
listings’ fees decreased for
48.7 mln tenge (—30.0%) to
113,4 mIn®. The volume of an-
nual listing fees had increased
by 5.0 mln tenge (+2.5 %) due
to the growth of the MCI (from
1,413 to 1,512 tenge) and
reached 203.3 mln tenge.

without charging any com-
mission fees, which, in the
conditions of a sharp contrac-
tion of the secondary market,
had led to such considerable
financial consequences.

The volume of commis-
sions fees collected at the
stock exchange market of re-
po operations reached 55.7
mln tenge in the reporting
year, — increasing almost 5
times in comparison with
2010. It was caused by the Ex-
change’s introduction in No-
vember 2010 of a new method-
ology of charging commission
fees complying with princi-
ples accepted at developed
markets. It should be point-
ed out that the introduction
of the new methodology did
not have a significant impact
on the dynamics in the vol-
ume of trades which, based on
the results of the year, had de-
creased by only 3.1 % due to
the stability of Kazakhstan’s
money market.



Revenues from providing information

s of December 31st,
2011 end wusers of
the real-time market

data on KASE’s trades were
338 individuals and entities,
out of which 298 were receiv-
ing data via Bloomberg and
Thomson Reuters terminals,
and 40 were direct users of the
Exchange’s web-site. Based
on the results of the year, the
5 top countries where the big-
gest number of end users of
KASE’s data was based in-
USA, Great Britain,
Kazakhstan, Russia and Swe-

clude:

den.

In December of 2011 KASE
joined the agreement Dbe-
tween Standard & Poor’s Fi-
LLC and
stock exchanges of the states

nancial Services

— members of the Organiza-
tion of Islamic Cooperation.
Further work of the Exchange
under agreements with lead-
ing index providers will al-
low receiving of additional in-
come from distribution of the
Exchange’s data which, in its
turn, will foster foreign inves-
tors’ interest in Kazakhstan’s
Exchange and its market.

Marketing efforts of the
Exchange on widening the list
of KASE’s trading data pro-
viders in 2011 were not suc-
cessful due to the essential
decrease in the volume of the
stock exchange’s trades in se-
curities and, as a consequence,
a low interest on the part of
foreign investors towards Ka-
zakhstan’s market.

Based on the results of 2011
Exchange
from real-time market data

revenues of the

reached the equivalent of 38.0
mln tenge (188.4 th. euro), out
of which 34.7 % (65.4 th. euro)
were license fees, and around
65% (122.9 th. euro) — pay-
ments by end users. In com-
parison with 2010, — this item
of KASE’s revenues had in-
creased by 9.9 mln tenge or
35.2%.

Taking into an account
the activity of IRBIS, the Ex-
change Group’s revenues from
distribution of information
in the reporting year reached
11% of combined revenues
from services and commis-
sions (pic. 10) amounting to
114.0 mln tenge.
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s it was mentioned
above, the report-
ing year was the

first year of implementation
of the Exchange’s new devel-
opment strategy. In accord-
ance with the Plan of KASE’s
main works for 2011 the pri-
ority was given to fulfillment
of tasks, aimed at qualita-
tive development of Kazakh-
stan’s stock market: improve-
ment of trade technologies,
development of a payment
system, widening of the in-
vestors’ base by introducing
of DMA, preparing for im-
plementation of the nation-
al program called ,,People’s
IPO%, conducting the 17" An-
nual general assembly of the
Federation of Eurasian stock

exchanges and so on. (See the
chapter ,,Report on the pro-
jects’ realization and develop-
ment of the Exchange*). Im-
plementation of these tasks
did require an increase in the
staff of specialists and cre-
ation of new departments at
the Exchange. It is worth say-
ing that the major part of
the personnel hired in 2011
was IT-specialists, the work
of who was directly connect-
ed with the projects relat-
ed to the development of the
stock exchange’s trade and
payment technologies. Be-
cause of the mentioned rea-
sons, the expenditures for
personnel in 2011 were 73.6
mln tenge (+15.3 %) higher
than the same indicator of the

previous year and amounted
to 555.0 mln tenge.

Operating expenses of the
Exchange Group increased
by 126.9 mln tenge (+16.3 %)
in the reporting year. Their
amount reached 904.2 mlin
tenge mainly due to an in-
crease in personnel-relat-
ed expenses since the share
of these expenditures in the
total structure of the Ex-
change’s operating expenses
made up 61.4 % (pic. 12). Ex-
penses on business develop-
ment increased by 85.9% to
15.4 mln tenge in 2011, which,
to a large extent, was connect-
ed to the organization and
conducting by the Exchange
of the 17" FEAS Annual gen-
eral assembly.

Revenues from providing information
+9.9 mln tenge

+39.2%
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Net profit of KASE group

162.1

mln tenge

net profit of IRBIS

9.3

mln tenge

ROE =25.5%
ROA=19.5%

Picture 12

Financial indicators of Exchange

n 2011 the Exchange
I had gained a net prof-

it to the amount of 161.6
mln tenge® that was 59.7% or
60.9 mln tenge higher than
the planned indicator. The
net profit of the KASE Group,
based on the consolidated au-
dit report, made up 162.1 mln
tenge and decreased with the
respect to the corresponding

figure of 2010 by 46.8%.
The profitability figures of
ROE and ROA had fallen to
6.9% and 6.1% according-
ly (15.9% and 15.1% in the
previous period). The reasons
for such a decline were men-
tioned above numerous times.
The Exchange was conduct-
ing its business in weak mar-

ket conditions, whilst the

main efforts were directed to-
wards the development and
implementation of the strate-
gic projects and an increase in
KASE’s capitalization. The in-
dicator of net margin in 2011
was 16.1 % (26.6 % in the pre-
vious period). The rate of the
assets’ turnover was at the
level of 37.9 % (56.9 % respec-
tively).

Financial results of Exchange’s subsidiary companies’

operations!’
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: IRBIS Financial Markets Information Agency LLP :
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RBIS was established by
I the Exchange on August

28th, 1998 for the pur-
pose of providing informa-
tion and analytical services
in the field of financial mar-
kets on commercial basis.

Today IRBIS is among the
leaders at the national mar-
ket of financial information
and that is being confirmed
by a 63 % growth in the num-
ber of users of its services —
to 523.

Structure of the Exchange’s commission fees in 2011 and 2010*

2011
252.6 min
tenge

21 %

¢ Based on the data of unconsolidated statements.

10 Revenues and expenses of KASE group’s subsidiaries involved in consolidation.

* Off scale in 2010: annulled repo transactions 0.09 %.
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Sector of GS

An important event of 2011
was the transfer of all IRBIS’s
clients to an updated multi-
functional platform IRIS Fi-
nance, the development of
which started in March of
2008.

Sector of
corporate
bonds

2010
229.3 min
tenge

18 %



Based on the results of
2011, the total revenues of
IRBIS had grown by 11.2 mln
tenge (+15.4%) to 83.6 mln
tenge due to the growth in
revenues from sale of infor-
mation services. The biggest
growth, almost 3.5 times,
came from providing ac-
cess to commercial sections
of the website and also from

9 0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

ecee

eTrade.kz LLP
Trade was set up by
the Exchange on Ju-

E ly 12th, 2002 for de-
velopment, support and mod-
ification of the software that
is being used by profession-
al participants of Kazakh-
stan’s securities market.

In the reporting year one
of eTrade’s major projects
was putting into operation of
the updated system of inter-
net trading called ,,STrade*
which is unique at the na-

tional stock exchange mar-
ket. Special features of this

Picture 13

an increase in fees collected
from secondary distributors
of data.

IRBIS’s had
creased by 5.3 mln tenge
(+10.5%) to 55.6 mln tenge
during the year. Its equity

assets in-

capital had grown by 9.3 mln
tenge (+18.3%) to 39.8 mln
tenge following an increase in
the profit retained.

system are a convenient user
interface and comparatively
high speed of data exchange
with the Exchange’s trading
system.

Besides, in the report-
ing year a transaction FIX
gateway was put into oper-
ation allowing working in
KASE trading system by us-
ing trade platforms of oth-
er developers. In November
2011 internet trading sys-
tems like QUIK and NetIn-
vestor (Russia) were con-
nected to TS.

Structure of expenses of KASE Group in 2011 and 2010

61 %

12 %

2011
788.7 mln

tenge ~

5 %

Personnel costs
- Rent payment

Other expenses

Taxes & other
payments into budget

S %

It needs to be pointed-out
that IRBIS’s expenses grew
with less speed than revenues
did, the net profit went up by
3.7 mln tenge (+64.4%) to
9.3 mln tenge in comparison
with 2010, as well as that prof-
itability figures characteriz-
ing IRBIS’s operations (ROE
= 25.5%, ROA = 19.5 %) were
rather high.

.
.
.
.
.
.

Due to the launch of the
above mentioned projects, the
expenses of eTrade have in-
creased in the reporting peri-
od for 1.1 mln tenge (+ 3.5 %)
to 29.8 mln tenge, and the
revenues have decreased
for 1.8 mln tenge (—5.6 %)
to 32.4 mln tenge. At the
same time, eTrade compa-
ny has gained a net profit in
the amount of 2.8 mln tenge,
out of which 50% or 1.4 mln
tenge in absolute numbers
were paid to the Exchange in
the form of dividends.

Based on the results of
the reporting year the Su-
pervisory council of IRBIS
has made a decision to di-
rect 53.6 % (5.0 mln tenge)
of the net profit to payment
of dividends to the Exchange
and to spend the remaining
46.4% (4.3 mln tenge) on
further development of the
business.

Net profit of eTrade

2.8

mln tenge

2010
777.3 mln
tenge

Depreciation
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Financial statements and auditor’s report

Statement of Management’s responsibilities for preparation and approval

of consolidated financial statements for year ended December 31, 2011

T he following state-
ment, which should
be read in conjunction
with the independent auditors’
responsibilities stated in the
independent auditors’ report,
is made with a view to distin-
guishing the respective re-
sponsibilities of Management
and those of the independ-
ent auditors in relation to the
consolidated financial state-
ments of Joint Stock Company
Kazakhstan Stock Exchange
(,,the Company*) and its sub-
sidiaries (collectively — ,the
Group*).
Management is responsi-
ble for the preparation of con-
solidated financial statements
that present fairly the financial
position of the Group as at 31

On behalf of the Management:

Damitov K. K.
President

April 4, 2012
Almaty, Kazakhstan
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December 2011, and the results
of its operations, cash flows and
changes in equity for the year
then ended, in compliance with
International Financial Re-
porting Standards (,,IFRS“).

In preparing the consolidat-
ed financial statements, Man-
agement is responsible for:

— properly selecting and ap-
plying accounting policies;
— presenting information, in-
cluding accounting poli-
cies, in a manner that pro-
reliable,

vides relevant,

comparable and under-
standable information;

— providing additional dis-
closures when compliance
with the specific require-
ments in IFRS are insuf-

ficient to enable users to

understand the impact of

particular transactions,
other events and conditions
on the Group’s financial po-
sition and financial perfor-
mance; and

— making an assessment of
the Group’s ability to contin-
ue as a going concern.
Management is also respon-

sible for:

— designing, implementing
and maintaining an effec-
tive and sound system of in-
ternal controls, throughout
the Group;

— maintaining adequate ac-
counting records that are
sufficient to show and ex-
plain the Group’s transac-
tions and disclose with rea-
sonable accuracy at any

Bobrovnik G. V.
Acting Chief Accountant

time the financial position
of the Group, and which en-
able them to ensure that the
consolidated financial state-
ments of the Group comply
with IFRS;

— maintaining statutory ac-
counting records in compli-
ance with Kazakhstan’s leg-
islation;

— taking such steps as are rea-
sonably available to them to
safeguard the assets of the
Group; and

— preventing and detecting
fraud and other irregulari-
ties.

The consolidated financial
statements for the year ended
31 December 2011 were author-
ized for issue on April 4, 2012
by the Management.



Independent auditors’ report

To Board of Directors and the Shareholders of JSC Kazakhstan Stock Exchange:
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: Report on financial statements :

.
©00000000000000000000000000000000000000000000000000000000000000000

e have audited the
accompanying con-
solidated financial

statements of Joint Stock Com-
pany Kazakhstan Stock Ex-
change and its subsidiaries (col-
lectively — ,,the Group*), which
comprise the consolidated
statement of financial position

©0000000000000000000000000000000000000000000000000000000000000000

Management’s responsibility for
consolidated financial statements

©0000000000000000000000000000000000000000000000000000000000000000
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anagement is re-
sponsible for the
preparation and fair

presentation of these consoli-
dated financial statements in
accordance with International
Financial Reporting Standards

as at 31 December 2011, and the
consolidated statement of com-
prehensive income, consolidat-
ed statement of changes in eq-
uity and consolidated cash flow
statement for the year then end-
ed, and a summary of signif-
icant accounting policies and
other explanatory information.

.
.
.
.
.
.
.
.
.

and for such internal control
as management determines is
necessary to enable the prepa-
ration of consolidated financial
statements that are free from
material misstatement, wheth-
er due to fraud or error.

©00000000000000000000000000000000000000000000000000000000000000000
.

Auditors’ responsibility :

©00000000000000000000000000000000000000000000000000000000000000000

ur responsibility is
to express an opinion
on these consolidat-
ed financial statements based

Deloitte, LLP

on our audit. We conducted
our audit in accordance with
International Standards on

Auditing. Those standards

State license on auditing of the Republic of Ka-
zakhstan No 0000015, type MFU-2, given by the
Ministry of Finance of the Republic of Kazakhstan

dated 13 September 2006

April 4, 2012
Almaty, Kazakhstan

require that we comply with
ethical requirements and plan
and perform the audit to ob-
tain reasonable assurance
about whether the consolidat-
ed financial statements are
free from material misstate-
ment.

An audit involves perform-
ing procedures to obtain audit
evidence about the amounts
and disclosures in the consol-
idated financial statements.
The procedures selected de-
pend on the auditor’s judg-
ment, including the assess-
ment of the risks of material
misstatement of the consol-
idated financial statements,
whether due to fraud or er-
ror. In making those risk as-
sessments, the auditor consid-
ers internal control relevant

ecee

Opinion

n our opinion, the con-
I solidated financial state-
ments present fairly, in
all material respects, the fi-
nancial position of Joint

Stock Company Kazakh-
stan Stock Exchange and

Andrew Weekes
Engagement Partner

to the entity’s preparation and
fair presentation of the con-
solidated financial statements
in order to design audit proce-
dures that are appropriate in
the circumstances, but not for
the purpose of expressing an
opinion on the effectiveness of
the entity’s internal control.
An audit also includes evalu-
ating the appropriateness of
accounting policies used and
the reasonableness of account-
ing estimates made by man-
agement, as well as evaluating
the overall presentation of the
consolidated financial state-
ments.

We believe that the audit
evidence we have obtained is
sufficient and appropriate to
provide a basis for our audit
opinion.

€ 00000000000000000000000000000000000000000000000000000000000000000
.
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its subsidiaries as at 31 De-
cember 2011, and its finan-
cial performance and its cash
flows for the year then end-
ed in accordance with Inter-
national Financial Reporting
Standards.

Institute of Chartered Accountants in Australia
Certificate of Public Practice No 78586, Australia

Nurlan Bekenov
Auditor performer
Qualified Auditor

Certificate of competence No 0082 dated 13 June 1994

General Director
Deloitte, LLP
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Consolidated statement of comprehensive income

for the year ended December 31, 2011

(in thousands of Kazakhstan’s tenge, except for earnings per share, which are in tenge)

Notes Year ended Year ended
December 31, 2011 December 31, 2010
Fee and commission income 4, 20 1,009,923 994,939
Interest income 6 95,522 106,273
Err;(ci)\;i:}ilzl; (f)';z rig?:rilzment losses on interest hearing assets 5 (6,660) (2,194)
Net gain (loss) on foreign exchange operations 531 (169)
Impairment loss on investments available-for-sale (6,761) =
Net loss on investments held to maturity 13 = (1,864)
Share of profits of associate 35 35,247
Other income 21,470 15,012
OPERATING INCOME 1,114,060 1,147,244
OPERATING EXPENSES 7,20 (904,224) (777,349)
PROFIT BEFORE INCOME TAX 209,836 369,895
Income tax expense 8 (47,691) (64,820)
NET PROFIT 162,145 305,075
EARNINGS PER SHARE
Basic (KZT) 9 299.94 655.86
OTHER COMPREHENSIVE LOSS
E(icels?cirsl erIels::lting on revaluation of available-for-sale (10,090) (1,488)
Impairment transferred to profit or loss 6,761 =
TOTALCOMPREHENSIVEINCOME ................................................................................................ 1 58’816 303,587 ..................
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Consolidated statement of financial position

as at December 31, 2011

(in thousands of Kazakhstan’s tenge)

Notes December 31, 2011 December 31, 2010
ASSETS:
Cash and cash equivalents 10, 20 49,257 359,401
Restricted cash 224,780 30,776
Due from banks 11 583,323 1,071,777
Investments available-for-sale 12 21,622 30,834
Investments held to maturity 13 105,302 205,595
Investments in associate 14 140,335 126,560
Advances paid 12,195 78,261
Property and equipment 15 1,395,642 198,440
Intangible assets 3,331 3,278
Current income tax assets 56,673 55,984
Deferred income tax assets 8 142 659
Other assets 16, 20 68,942 59,573
TOTALA SSETS ...................................................................................................................................... 2’661’ 544 ................................ 2,221, 138 .................
LIABI LITIESANDEQUITY ..........................................................................................................................................................................................................
Liabilities:
Payables to trade members on restricted cash 224,780 30,776
Advances received 20 52,210 48,567
Current income tax liabilities 2,229 2,054
Deferred income tax liabilities 8 19,417 14,488
Other liabilities 17, 20 33,929 35,617
Total liabilities 332,565 131,502
Equity:
Share capital 18 517,291 406,244
Investments available-for-sale revaluation fund (5,389) (2,060)
Other reserve 170,000 170,000
Retained earnings 1,647,077 1,515,452
Total equity 2,328,979 2,089,636
........................................................................................................................................................................... 2’661,544 2,221,138
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Consolidated statement of changes in equity

for the year ended December 31, 2011

(in thousands of Kazakhstan’s tenge)

. Investments available- Other . . .
Share capital for-sale revaluation fund reserve Retained earning Total equity
As at December 31, 2009 194,418 (572) — 1,523,462 1,717,308

Net loss resulting on
revaluation of available-for- = (1,488) = = (1,488)
sale investments

Net profit = = = 305,075 305,075
Total comprehensive income = (1,488) = 305,075 303,587
Issue of ordinary share capital 211,826 = = = 211,826
Dividends declared = = = (143,085) (143,085)
Increase in other reserve = = 170,000 (170,000) =
As at December 31, 2010 406,244 (2,060) 170,000 1,515,452 2,089,636

Net loss resulting on
revaluation of available-for- = (10,090) = = (10,090)
sale investments

Impairment transferred to

profit or loss - el a - C
Net profit = = = 162,145 162,145
Total comprehensive income = (3,329) = 162,145 158,816
Issue of ordinary share capital 111,047 = = = 111,047
Dividends declared = = = (30,520) (30,520)
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Consolidated statement of cash flows

for the year ended December 31, 2011

(in thousands of Kazakhstan’s tenge)

Notes Year ended Year ended
December 31, 2011 December 31, 2010
Cash flows from operating activities
Profit before income tax 209,836 369,895
Adjustments for non-cash items:
Provision for impairment losses 6,660 2,194
Loss from disposal of property and equipment 9,296 790
Loss from disposal of investments held to maturity = 1,864
Share of profits of associate (35) (35,247)
Net change in fair value of investments available-for-sale (878) (438)
Impairment loss on investments available-for-sale 6,761 =
Net change in accrued interest 4,945 6,207
Depreciation and amortization 7 42,690 36,564
Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Restricted cash (194,004) (29,272)
Due from banks 484,685 (436,719)
Advances paid 66,066 (39,862)
Other assets (16,029) (3,592)
Increase/(decrease) in operating liabilities:
Payables to trade members on restricted cash 194,004 29,272
Advances received 3,643 16,805
Other liabilities (832) 4,550
l()}:fsslr(i:f:z;vt/if)(;utﬂow) from operating activities 816,808 (76,989)
Income tax paid (42,759) (131,331)
Net cash inflow/(outflow) from operating activities 774,049 (208,320)
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Notes Year ended Year ended
December 31, 2011 December 31, 2010
Cash flows from investing activities:
Purchase of property and equipment 15 (1,248,988) (14,290)
Purchase of intangible assets (253) =
tPOri)r(l::ESEiz;l redemption of investments held 99,117 307,709
Proceeds on sale of investments held to maturity = 3,839
Purchase of additional share capital of associate (13,740) (56,260)
Net cash (outflow)/inflow from investing activities (1,163,864) 240,998
Cash flows from financing activities:
Proceeds from issue of ordinary share capital 109,616 208,710
Dividends paid on ordinary shares (29,945) (139,896)
Net cash inflow from financing activities 79,671 68,814
E;?iﬁ??fiéiiEQUIVALENTS’ . 10 359,401 257,909
CASH AND CASH EQUIVALENTS, 10 49,257 359,401

i end of period

Interest received by the Group during the years ended December 31, 2011 and 2010, amounted to KZT 100,467 thousand and
KZT 100,066 thousand, respectively.

During 2010, the Group has classified restructured bonds of JSC BTA Bank which became equity instruments with a total nomi-
nal value of KZT 4,070 thousand from investments held to maturity to investments available-for-sale.
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Report on projects implementation
and Exchange development

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

The work on the projects is aimed at increas-
ing the attractiveness of KASE trading floor for
local and foreign investors.

s was noted above,
the Exchange De-
velopment Strategy

for 2011-2018 and three-year
Strategic Plan were adopt-
ed in the reporting vyear.
The major stress in both

documents is made upon the
general increase in Kazakh-
stan’s exchange market li-
quidity.

During the year, the Ex-
change worked at programs
of increasing the liquidity

Trading and settlements

Introduction of T + 0 settlements system with full prepayment

ne of the major pro-
jects implemented in
2011 was the transi-
tion to the guaranteed set-
tlements system based on the
T+ 0 scheme. The project’s ob-
jectiveis a qualitative increase
in settlements’ reliability and
minimization of agents’ risks.

This scheme provides for
100%  pre-commitment of
funds by participants of the
securities market; control of
availability of assets is car-
ried out by the Exchange at
the stage of submitting to the
Trading System, which allows
a cardinal reduction in the
number of failures of trans-
actions concluded at the Ex-
change. Prior to implementa-
tion of this System, a trans-
action in securities at KASE
used to be concluded first, and
then the possibility of its ful-
fillment was checked, includ-
ing a check with the help of the
Verification System.

The need to change the set-
tlement system was caused
by many instances of default
on transactions made. For in-
stance, 80 cases of defaults
were registered in 2010 in the

sector of equity securities, 48
transactions were defaulted in
the sector of corporate bonds,
in public securities sector — 25
transactions, which amounted
t0 0.7 % of the total number of
securities purchase and sales
transactions concluded at the
Exchange. In 2011, before the
new scheme of settlements was
introduced 27 transactions
in shares were defaulted, 16
— in corporate bonds and 6 —
in public securities (0.4 % of
made transactions in quanti-
tative terms).

In the first half of the re-
porting year, procedures of
the Exchange’s software and
hardware complex modifica-
tion and preparation of inter-
nal regulatory structure were
completed within the frame-
works of the Project imple-
mentation. The Project imple-
mentation was performed in a
staged manner with the pur-
pose of reducing possible op-
erational risks of market par-
On September 5,
2011 transition to a new ver-

ticipants.

sion of the Exchange’s Trad-
ing System was carried out,
the new System provided for

and attractiveness of the lo-
cal market. In particular, the
year was devoted to develop-
ment of marketing actions,
reforming of market-mak-
ers institute, participation
in the ,,People’s IPO“, promo-
tion of information products,
remote access and remote
membership. However, it is
necessary to note that unfa-
vorable external background

the control of orders’ being
properly secured, however the
collateral control was activat-
ed only on September 12. On
the same date, internal doc-
uments of the Exchange reg-
ulating operation methods
of the Exchange and trade
participants in the mode of
100-percent pre-provision of
assets at conclusion of trans-
actions in securities were put
into operation. The period of
the new settlement scheme’s
trial operation — until Novem-
ber 1 — was determined. Some
of penal sanctions specified by
the Exchange’s internal docu-
ments for breaches of the new
mode of settlements were not
applied to trade participants
within such period.

Thus, since November 1,
2011, the settlements system
for transactions in securities
under scheme T+0 with full
(complete) securing (gross-
settlements) has been in op-
eration at the Exchange. For
subsequent (the following) two
months of 2011 no cases of de-
fault on securities sales and
purchase transactions were
registered at KASE.

and position of the regulator
had often brought into ques-
tion the effectiveness of im-
plementation of the above-
listed programs, particular-
ly in the reporting year. This
was one of the reasons why in
2011 the Exchange concen-
trated its main efforts upon
increasing the quality and re-
liability of services provided
by the market participants.

In the course of the Pro-
ject implementation, the Ex-
change has developed new in-
ternal documents regulat-
ing the following: pre-trading
procedures for determination
of trade participants’ position
limits, the procedure of settle-
ments upon completed trans-
actions, liability of Exchange
members. Besides, necessary
amendments were made to
the Exchange’s internal doc-
uments, such as the Rules of
Repo Transactions Execution
and Regulations of Trades and
the Confirmation System Op-
eration

Regulations on information
sharing between the Central
Depository and the Exchange
were developed in collabora-
tion with the Central Depos-
itory. The Trading System
software was updated within
frameworks of these Regula-
tions, in particular, the func-
tional of structuring data on
trade participants’ positions
has considerably changed, and
the format of exchange of mes-
sages between IT-systems of
the Exchange and the Central
Depository was renovated.
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A project of amendments to the
legislation was drawn up for the
purpose of removing obstacles to
implementation of T+n project

KASE is designated as a platform for
conducting the ,,People’s IPO*

By the start of the ,,People’s IPO“
technical capacities of KASE trading
system will be increased by 20—-30 %
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Development of T +n settlements system

uccessful implemen-

tation of a settlements

system for
tions in securities based on
the T+0 scheme with full se-
curing (gross-settlements)
has become a basis for the de-
velopment of settlements sys-
tem based on the scheme T+n
(n>0). Having achieved cer-
tain results in the improve-

transac-

ment of the settlement sys-
tem, the Exchange had consid-
erably advanced in becoming
aware of risks and issues di-
rectly related to the introduc-
tion of settlements based on
the T+n scheme.

In the reporting year this
project was discussed twice
at the meetings of the Council
for Financial Stability and De-
velopment of Financial Mar-
ket of the Republic of Kazakh-
stan. At the meetings the issue
of establishing a centralized
counteragent in introduction

of settlements system based on
the T+n scheme was also dis-
cussed. Based on results of the
meetings, the Exchange was
instructed to complete the pro-
ject of introducing the central
counteragent, namely:

— detail a perspective devel-
opment plan from the point
of view of achieving com-
pliance with recommenda-
tions of the Committee on
Payment and Settlement
Systems and the Technical
Committee IOSCO (Inter-
national Organization Of
Securities Commissions) at
each stage;

— prepare the schedule of im-
plementation of the per-
spective plan for exchange
securities market develop-
ment with indication of spe-
cific activities implementa-
tion dates.

The absence of required

legal framework became a

serious obstacle for the im-
plementation of the project of
settlements based on the T+n
scheme. Due to this, in 2011
the Exchange developed draft
amendments to legislation
that are aimed at elimination
of the existing barriers .

Besides in the reporting
year, KASE developed a set of
rulesregulating the conditions
and the procedure of function-
ing of the stock market sector
with the use of clearing and
settlements system based on
the T+n scheme (with 0<n<4)
with partial security.

It is necessary to note that
further work on the project
will be entirely dependent up-
on the introduction of re-
quired changes into the ef-
fective legislation. However,
KASE continues moving along
this line, focusing on improv-
ing the technical and regulato-
ry framework.

Preparation for holding ,,People’s IPO*

he program of releas-
ing equity stakes of
subsidiaries and affil-

iates of Samruk-Kazyna Na-
tional Welfare Fund JSC on-
to the securities market was
approved by Resolution of the
Government on September 8,
2011. According to the Ex-
change’s specialists, the suc-
cessful implementation of this
Program will facilitate a li-
quidity increase at the local
securities market.

In the course of this Pro-
gram’s development, the Ex-
change has many times par-
ticipated in the meetings with
consultants working on the
Program, coming forth with
suggestions on this matter.

According to the above Pro-
gram, the Exchange was iden-
tified to be a ground for hold-
ing the People’s IPO, which

necessitated into
KASE
and information systems.

Rules for shares placing by
subscription through the Ex-
change Trading System were
developed within activities of
the Exchange related to prep-
aration for the ,,People’s IPO“.
The Rules were approved by
the Exchange Board in March
2012.

A special module of the
Trading System, work on
which was started by the Ex-
change in the reporting year,
will be a technical solution
for arrangement of subscrip-
tion in the course of ,,Peo-
ple’s IPO*“. This module will
allow collecting applications
from the market participants,
such applications’ consolida-
tion, processing, generation of

changes
internal documents

summary data and execution

of other functions related to
performing the subscription.

It should be noted that
based on the year results
the Exchange achieved defi-
nite technical readiness for
the ,,People’s IPO“. At pre-
sent, technical capabilities of
KASE TS (Trading System)
substantially exceed the cur-
rent market needs, at that,
by the moment of release of
the first issue of shares for
IPO these capabilities will
be additionally increased by
20-30%.

Within the reporting year,
the Exchange’s representa-
tives were taking an active
part in the activity of the
working group for prepara-
tion of information support to
the ,,People’s IPO“ at the Ka-
zakhstan Association of Fi-
nanciers.



Derivatives market

n 2011, according to the
I Strategy, KASE was

closely dealing with re-
solving of tasks related to the
derivatives market’s develop-
ment; launching of this mar-
ket took place at the end of
2010. A number of meetings
with the Authorized Body’s
representatives, local
ket’s professional
pants and specialists of for-

mar-
partici-

eign trading floors were held
to discuss perspectives of this
exchange market segment.

In the course of meetings
with representatives of the
Regulator,
tive barriers were discussed,

existing legisla-

which in our opinion are one
of the major obstacles to acti-
vation of the derivatives mar-
ket in Kazakhstan. In the year
beginning, KASE put forward
an initiative on creating under
the AFC (Agency for Finan-
cial Control) a working group
to discuss proposals devel-
oped by the Exchange on mak-
ing alterations to the effective
legislation, the main purpose
of such alterations being the
overcoming of existing obsta-
cles for operation of pension

funds in the derivatives mar-
ket.

Within the year, KASE had
considerably changed the reg-
ulatory framework regulat-
ing the derivatives market. In
particular, derivative finan-
cial instruments traded at the
Exchange were subdivided in-
to the ,,sector of currency fu-
tures contracts“ comprising
the types of forward contracts
with foreign currency as an
underlying asset, and the
»sector of stock forward con-
tracts“ comprising the types
of forward contracts with se-
curities and stock indexes as
underlying assets. Individu-
al standards for participants’
making compulsory guaran-
tee deposits were established
for each sector. This will allow
the trade participants to op-
timize resources withdrawn,
which is very important tak-
ing into account the low aver-
age capitalization of brokers
in Kazakhstan and existing
problems of brokers with clas-
sification of moneys deposited
at guarantee funds.

After studying pricing
policies of foreign organized

Development of technologies

Transactional FIX gateway

he Exchange being the
developer of its own
trading system, over

the period of its history has
several times taken various
steps to achieve the best com-
patibility of the trading sys-
tem with user terminals. A
project that brought the level
of the trading system compat-
ibility with terminals of oth-
er developers to a qualitative-
ly new level was implemented
in 2011.

The transactional FIX gate-
way of the Trading System

was created on the basis of
FIX Protocol (Financial in-
formation exchange), which is
the standard for financial in-
formation exchange all over
the world. Almost any trading
terminal may be connected to
the Exchange Trading Sys-
tem via the transactional FIX
gateway which allows mar-
ket participants to trade at
the Exchange using software
products habitual to them.

In addition to user friend-
liness, FIX gateway has an-

other important advantage

markets of derivatives, the
Exchange’s Management
Board on October 27, 2011 ap-
proved changes into KASE in-
ternal document ,,Regulations
on Membership Fees and Ex-
change Duties“. The stated
changes provide for reduction
of the amount of commission
fees at the derivatives market,
and also additional discounts
at conclusion of transactions
resulting in opening or clos-
ing out under a futures con-
tract within one trading ses-
sion.

In 2011, KASE changed
the procedure of calculation
of the current of futures con-
tracts which will allow poten-
tial market-makers to fulfill
necessary requirements relat-
ed to spreads even in the ab-
sence of forward transactions.

In addition to the above-
listed, the Exchange has car-
ried out the work of identify-
ing potentially interesting in-
struments by forward market
participants. Based upon re-
sults of this work, settlement
futures for additional curren-
cy pairs and specific securities
of KASE Index will become

— a decrease in delays in trad-
ing. The speed of data pass-
ing through the gateway may
exceed similar characteris-
tics of previously adopted so-
lutions by dozens of times.
Market data are passed to
subscribers immediately af-
ter registration of transac-
tions in the Exchange’s Trad-
ing System. Update rate of
the trade blotter via FIX pro-
tocols may be significant-
ly higher than the indicators
achieved during work via oth-
er protocols.

available for trading at KASE.

In order to make the for-
ward contracts exchange mar-
ket popular, training semi-
nars for individual investors
and also for financial market
professional participants were
held on a regular basis dur-
ing the year. Main objectives
of these events included mak-
ing existing and planned to be
launched at KASE derivative
financial instruments famil-
iar to potential participants,
and also practical demonstra-
tion of the level of this mar-
ket segment realization in the
KASE Trading System.

Despite the work complet-
ed, the Exchange has not yet
achieved any activity in this
market segment. In the near
future, KASE plans the fol-
lowing:

— activate actions aimed at
attracting market-makers
to forward market by creat-
ing favorable conditions for
their activity;

— extension of training semi-
nars program;

— PR and marketing activi-
ties for increase of liquidity
in the derivatives market.

Year 2011 was a year of fi-
nal debugging and bringing
into service for this project.
The system of FIX gateway
operating capability moni-
toring (see section ,,Promo-
tion of exchange informa-
tion“) was designed and put
into operation and bilater-
al testing of the transaction-
al FIX gateway with partic-
ipation of ARQA Technolo-
gies CJSC was performed in
the first half of the year. In
August 2011, the transac-
tional FIX gateway was put
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At the end of 2011 it was possible
to work in KASE TS via QUIK and
NetInvestor

STrade is new terminal for internet
trading supporting digital signature

System Is2in means abandoning
of paperwork with listed companies
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into operational testing. On
September 20, 2011, the Ex-
change together with eTrade
organized a presentation de-
voted to launching of the
transactional FIX gateway

for remote access to its trad-
ing system. At the presenta-
tion, the Exchange described
the innovation and possibil-
ities that the market profes-
would

sional participants

have after

gateway.
On November 21, 2011, the

transactional FIX gateway

launching the

was put into commercial op-
eration.

Internet trading

n June 2011, the Ex-
I change put into opera-

tion a new multifunction-
al system of internet trading
»STrade“, which was designed
on the basis of ,,thin“ termi-
nal of the Trading System.
STrade will allow clients re-
al-time browsing
tion about the course of trade

informa-

and execute sale and pur-
chase transactions in all fi-
nancial instruments available
for trading at the Exchange
through the internet.

Thanks to the system’s
well-elaborated interface, an

investor can independently

customize his workplace ac-
cording to his preferences.
Functions of tracking the
history of operations per-
formed and status of money
accounts were developed for
convenience of new terminal
users.

With the purpose of se-
curing safety of operations
in STrade system, imple-
mented was the mechanism
of supporting digital signa-
tures corresponding to GOST
34.310-2004, and digital cer-
tificates issued by the Ver-
ification Center of Kazakh-
stan Center of Interbank

Settlements of the National
Bank of the Republic of Ka-
zakhstan. Data confidenti-
ality is secured by arrange-
ment of the secure transmis-
sion path.

According to the Exchange
policy on increasing financial
literacy of the population, a
function of connection to the
training trading system of
the Exchange was added in-
to the new terminal. Thus ar-
ea of application of STrade
was extended, and it is possi-
ble now to use it for master-
ing the skills of trade at the
stock market.

Electronic flow of documents with issuers

orking at the im-
provement of me-
chanisms of in-

formation disclosure by list-
ing companies as one of the
tasks of increasing trans-
parency of issuers of securi-
ties traded at the Exchange,
in previous years KASE has
studied the experience of for-
eign trading floors as well as
the needs and capabilities of
the local market. As the re-
sult of this work, on December
23, 2010, KASE Management
Board approved the Plan of
activities on development and
introduction of the electron-
ic flow of documents system
between issuers of securities
and the Exchange —
(Issuers to Investors). Accord-
ing to this Plan, in the first
half of 2011 the Exchange’s
specialists created and per-

,»Is2in*

formed a requirements spec-
ification for development of

electronic flow of documents
system software, software of
the Exchange’s website and
back-office was updated.

In addition to execution of
technology tasks, the form of
a standard agreement with
listing companies and access
initiators on the use of Is2in
was prepared; methodology
of logging-in by employees of
listing companies was deter-
mined. The Exchange’s spe-
cialists designed the forms of
standard reports and stand-
ardized messages to be used
in Is2in.

Within the period from
August to September 2011,
testing of the release ver-
sion of Is2in system was per-
formed by employees of the
Exchange, from September to
November — with represent-
atives of nine listing compa-
nies. In November 2011, the
Exchange held four training

seminars for all listed compa-
nies in the area of using Is2in
system, and also published a
detailed user’s manual for the
system.

At the beginning of 2012,
the electronic flow of docu-
ments system was put into op-
eration. The Exchange start-
ed concluding agreements
with listed companies and ad-
mittance initiators on the use
of Is2in.

Mechanism of transmis-
sion (receipt) of files in Port-
able Document Format (PDF)
was implemented in the sys-
tem. After acceptance by the
Exchange specialists, these
files are transported to the
back-office where they are ac-
cumulated and stored. By ad-
ditional acceptance these files
are transferred from the back-
office to the Exchange website
server, i.e. are published on
the website.



In the first half of 2012 the
Exchange will provide issuers
a testing period within which
they will have an opportu-
nity to submit documents
through the system and with-
out it — via electronic mail or
in hard copy. Thus, addition-
al real-time testing of the sys-
tem with all listed companies
will be executed. Binding re-
quirement to use only Is2in
with the purpose of informa-
tion disclosure will come into
effect on July 1, 2012.

In future, the Exchange in-
tends to develop Is2in using
the experience of foreign ex-
changes and taking into ac-
count the needs of the Ex-
change counteragents in work
with this system. In partic-
ular, in the near-term pros-
pect digital signature mech-
anism and also possibility of
files transfer in formats other
than PDF will be implemented
in the system.

At the beginning of 2012,
the Act on risks minimization
was put into force; norms of
this Act considerably broad-
en the obligations of KASE
members related to disclo-
sure of information to the
Exchange. Fulfilling the re-
quirements of the Law and re-
sultant regulatory and legal
acts of the Authorized Body,
the Exchange plans to start
using Is2in for interaction
with its members in the near-
est future. Results achieved
in the course of Is2in project
implementation with listed
companies will be used with
the purpose of arranging
electronic flow of documents
with the Exchange members.
However, pretty considera-
ble changes in the Exchange
back-office, its website and
Is2in system itself will be re-
quired. KASE plans to in-
troduce such changes within
2012.

Raising liquidity

Market-makers institute renovation

concept

he work at creation of
market-makers insti-
tute reforming and

improvement concept was ex-
ecuted in 2011, as the effec-
tiveness of market-makers’
operation is a key component
in the issue of exchange mar-
ket liquidity buildup.

In the middle of 2011, a
draft mid-term program for
reforming of the market-
makers’ institute for 2012-
2013 was developed. It was
suggested to change with-
in this project framework
the system of preferences
for market-makers so that
their active operation in the
stock market would be stim-
ulated. At present, an Ex-
change member with the sta-
tus of a market-maker for
any securities pays to the Ex-
change commission fees on

transactions with such secu-
rities in the amount of 50 %
of the established rate irre-
spective of any liquidity pa-
rameters of these
The Project proposed

securi-
ties.
to differentiate preferences
for market-makers depend-
ing on the volume supported
by them and spreads of com-
pulsory quotations, and also
provide for the possibility to
motivate market-makers who
make the most considerable
contribution to the growth of
securities’ liquidity.

Besides, the Project sup-
ported the proposals on refus-
al of compulsory availability
of market-makers with list-
ed securities, toughening re-
quirement to market-makers,
formalization of relations be-
tween a bidding process or-
ganizer and market-makers.

The
al times been discussed with

Project has sever-
professional market partici-
pants and was considered at
the meeting of the Exchange
Board on November 30, 2011,
after which it was final-
ized and approved by the Ex-
change Board in March 2012 .

The final version of the
program provides for intro-
duction of a flexible system
of preferences and require-
ments for market-makers de-
veloping the existing model
and allowing a liquidity in-
crease through stimulating
market-makers by monetary
benefits from the Exchange
on a competitive basis.

At present, the minimum
volume of compulsory quo-
tation for market-makers
for shares at KASE is set at
3,000 MCI (minimum calcu-
lation index). And the max-
imum spread (difference be-
tween prices of the best quo-
tations of a market-maker for
purchase and sale) for a first
liquidity class shares mar-
ket-maker is 7 %, for the sec-
ond and third liquidity class
shares — 10 %. Within a trad-
ing day, a market-maker must
place at least two compulsory
quotations, i.e. be prepared
for closing transactions to
the amount of 6,000 MClIs
(just under 10 mln tenge).

The Program provides for
introduction of a matrix of
requirements for
makers and preferences, ac-
cording to which the amount
of preferences related to the
commission fee depends di-
rectly upon the amount of
maximum allowable spread
on compulsory quotations
and minimum volume of

market-

transactions that a market-
maker must conclude with-
in one day on quotations set
by him in the presence of off-
setting orders. According to
this matrix, the amount of
commission fee privileges in-
creases when spread narrows
and maximum volume of
transactions increases. How-
ever, the minimum volume
of compulsory quotations for
transactions simultaneously

available for conclusion in
KASE trading system must
not be lower than 1,000 MCI.

Other preferences provid-
ed by the program should in-
clude the possibility of ob-
taining the status of a fi-
nancial consultant by any
Exchange member only pro-
vided that he is a KASE mar-
ket-maker for at least two po-
sitions of corporate securi-
ties from among those on the
official list of KASE.

In 2012-2013 KASE plans
to hold a series of con-
tests among market-makers
who will support minimum
spreads (up to 1%) and max-
imum volumes (at least 8,000
MCIs) for compulsory quota-
tions. Based on results of each
contest month, KASE intends
to select three most active
market-makers to be awarded
with premiums in the amount
of 1.0 mln tenge. It is expect-
ed that at the first stage of the
program implementation, the
most liquid shares of the rep-
resentative list of KASE In-
dex will become the object of
contest market-making. In
the future, the emphasis of
stimulation may be shifted
to other shares of the first li-

quidity class.
For the purpose of the
program’s implementation,

KASE plans to develop in the
nearest future amendments
to the Rules of Market-Mak-
ers Activity, and also update
the trading system and back-
office software for ensuring
effective program adminis-
tration.

An increase in liquidity will be
achieved through competitive
encouragement of market-makers and
provision of preferences to them
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Marketing policy

ithin the frame-
works of imple-
mentation of the

Development Strategy of Ka-
zakhstan Stock Exchange JSC
for 2011-2013 and Plan of main
works for 2011, Project Group
(hereinafter — PG) was estab-
lished in April 2011 with the ob-
jective of coordinating market-
ing efforts of RFCA (Region-
al Financial Center of Almaty)
JSC and KASE.

Several meetings of PG were
held in May and June 2011,
based on the results of which,
the Plan of joint marketing ac-
tivities of RFCA JSC and Ka-
zakhstan Stock Exchange JSC
for 2011-2013 was developed
and adopted. The Plan included

activities aimed at attracting
new investors and new listed
companies to the stock market.

Representatives of broker
and dealer organizations, for-
eign investment banks, invest-
ment companies and custo-
dians, issuers, financial con-
sultants and also local retail
investors were interviewed in
the second half-year. Based on
results of studies carried out
reasons were revealed prevent-
ing retail and foreign investors
and new listing companies’ en-
trance to Kazakhstan’s stock
market.

A ,,;map of stock market prob-
lems“ compiled in that way be-
came a basis of the Plan of main
works of the Exchange for 2012.

KASE training trading system

n September 2011, a new
I training trading system

of the Exchange — TTS
was put into operation; this
system is positioned as the
most important constituent of
KASE training line of activi-
ty.

TTS is a special training
version of existing TS of the
Exchange, which is used by
KASE as a permanent train-
ing trading server, a techni-
cal basis when holding mass
and popularization games or-
ganized by the Exchange and
IRBIS. TTS users have a pos-
sibility to submit applications
and conclude transactions
that do not result in appear-
ing of any real obligations,

Promotion of exchange information

n 2011, the version of
I the Exchange’s website
in the state language
was launched. This is an im-
portant supplement from the
point of view of populariza-
tion of information about the
operation of the country’s
stock market. At present, all
sections of KASE website, in-
cluding information about
listing companies and the Ex-
change members, news, in-
formation about financial in-
struments, their trading pro-
gress and results, regulatory
base of KASE are available in
the internet in three languag-
es: Kazakh, Russian and Eng-
lish. Update of all language
versions of the website is per-
formed on a real-time basis .
In the part of commercial
promotion of exchange infor-
mation in 2011, activity of the
Exchange was focused on in-
creasing data supply process-
es’ reliability. KASE special-
ists have developed and put
into operation the system of
information FIX gateway op-
erating capability monitoring,
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which is used for supply of da-
ta to information partners of
the Exchange and for remote
access of KASE members to
participation in trading. The
designed system allows per-
forming uninterrupted moni-
toring of servers connections
state, volume of traffic trans-
mitted, and also has a module
of notifying of failures found.
Introduction of this system al-
lowed a cardinal increase in
the level of reliability of the
Exchange’s FIX gateway and
minimization of failures de-
tection and recovery time.
KASE regulatory base reg-
ulating the procedure of mar-
ket data dissemination was
completely updated in the re-
porting year. In March, the
Exchange Board approved
a new internal document of
KASE - General Provisions
of Information Policy of Ka-
zakhstan Stock Exchange
JSC, that identifies underly-
ing principle and the proce-
dure of implementation of the
Exchange information policy,
in particular — regulated were

the issues of internal commu-
nications, information inter-
action with outside organiza-
tions, mass media, including
the procedure of commenting
on stock market events, use of
the Exchange brand by third
parties.

In April, the Exchange
Board approved the new edi-
tion of the Rules for Exchange
Information Dissemination,
where classification of ex-
change information was made
actual and arranged orderly;
major and additional ways of
distributing each type of ex-
change information were de-
termined, priority sources to
be used in case of variances in
different publications of the
Exchange were determined for
the most important exchange
information; norms for limi-
tation of KASE liability when
exchange information dissem-
ination were supplemented.

According to the new word-
ing of the Rules for Exchange
Information Dissemination,
the competence of the Man-
agement Board included the

but provide for a possibility to
monitor the investment port-
folio.

Trading in TTS are open
24-hours except for the tech-
nical break from 9:00 to 10:00
ALT. For effective training
and utilization of users’ time,
liquidity of all instruments in
TTS is artificially maintained

at a high level by a robot.
For the first time TTS
was presented at exhibi-

tion ,,Investfunds EXPO Al-
maty-2011. Finance and Cred-
it

A special website edu.kase.
kz was designed and func-
tions for the purpose of sup-
porting the training trading
system.

functions of identification of
KASE information products
list, their composition, for-
mat, specifications and con-
ditions of provision. Due to
this, a new internal document
was developed — Regulations
on Conditions of Commercial
Provision of Exchange Infor-
mation. These Regulations
contain detailed description
of information products dis-
tributed and offered by the
Exchange.

In 2011, the Exchange pro-
vided on the commercial ba-
sis only the information about
trading session on the real-
time basis. Supply of such in-
formation was carried out via
a special section of KASE web-
site for end-users and with the
help of FIX-protocol for infor-
mation agencies. At the same
time, the work of creating new
information products — infor-
mation about results of trad-
ing sessions and archive trad-
ing information was carried
out.

Thus, the above Regula-
tions included four types of



information products includ-
ing their specifications and
description of delivery and
payment terms.

At present, marketing
work of promoting all KASE
formalized information prod-
ucts is being executed.

Within the works of the
Exchange’s bringing the in-
formation about trading ses-
sions and traded instruments
to global standards, systems
of encoding accepted global-
ly and possibility of their use

at KASE have been studied.
As the result of this work in
partnership with Bloomberg,
publishing of codes of this
agency on the Exchange web-
site pages of securities was
arranged; an agreement with
Thomson Reuters agency con-
cerning organization of simi-
lar publication of their codes
was reached. Recommenda-
tions were developed for list-
ing companies in respect of
availability of CFI! codes on
securities issued by them.

Purchase of own office area

n 2011, for the first time
I in the period of its exist-
ence, KASE purchased its

own office premises.
Selection of premises, dis-
cussion of the deal conditions
and other preparatory works

were executed by a special-
ly established Workgroup

comprising members of the
Exchange Board and the Ex-
change employees. As the re-
sult, on June 24 of the report-
ing year, KASE Exchange
Board passed a decision of
purchasing office premises
in Almaty Towers Multifunc-
tional Complex.

With the purpose of fur-
ther development of this line
of KASE activity, the Pro-
gram for introducing stand-
ards recommended by FISD
into exchange information
dissemination was approved
in November of the report-
ing year. This program pro-
vides for rule-making, mar-
keting and technical activi-
ties, work over execution of
which is planned by the Ex-
change for 2012.

After completing required
formalities, in autumn 2011,
on the eve of its 18™ anniver-
sary, KASE started operating
in its own premises. At pre-
sent, the Exchange is locat-
ed in a modern business cent-
er on the area of more than
3 th. m2.

»Almaty towers“. Height: 100 m, 25 floors. Address: 280 Baizakov str., (northern tower, on the left), Almaty

KASE operates its website in Kazakh,
Russian and English

KASE has expanded its range of data
products

In the five years to come KASE will
save more than KZT250 mln thanks to
own premises

1 System of financial instruments non-unique codes by ISO standard allowing identification of instrument type and its major characteristics.
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Report on international

activity

The key event of the reporting year — 17'" General Assembly of FEAS in Almaty and the first meet-
ing of OECD Eurasia Group on issues of corporate governance in the stock market development

17" General Assembly of FEAS

September

26—29

Shares of three Kazakhstan’s issuers
included in Dow Jones FEAS Titans
50 universe

30

Signing of the Memorandum on mutual understanding with Istanbul
Stock Exchange (Kadyrzhan Damitov and Hiiseyin Erkan, President of

Istanbul Stock Exchange)

he reporting year was
full of events relat-
ed to the Exchange’s

international activity. The
most important was the 17"
Annual General Assembly of
FEAS held with organiza-
tional support of KASE on
September 26-29 in Almaty.
The decision to hold this
event in Almaty was made in
December 2010, when KASE
represented by its President
Damitov K.K. became a mem-
ber of FEAS Executive Com-
mittee.

Within frameworks of the
Assembly, organized was a
marketing exhibition where
participants of Kazakhstan’s
stock market got familiar
with activity of stock ex-
changes — FEAS members.

Simultaneously with FEAS
Assembly, organized was the
first meeting of OECD Eura-
sian Group for the issues of
corporate governance in the
stock market development,
in which heads of regulating
bodies and exchanges from
different countries of the
world took part. The objective

of the Eurasian Group is se-
curing a platform for coop-
eration and sharing experi-
ence, promotion of principles
and institutional reforms for
stimulating development of
stock markets in Eurasian re-
gion.

It is necessary to note that
during holding of FEAS Gen-
eral Assembly, KASE and Is-
tanbul Stock Exchange signed
a Memorandum of mutual un-
derstanding for the purpose

of establishing a foundation
for long-term and mutually
beneficial cooperation. Istan-
bul Stock Exchange intends
to facilitate KASE’s joining
of the World Federation of
Exchanges (WFE).

A Memorandum of cooper-
ation in the area of technolo-
gies, release of new products
and dissemination of infor-
mation was also signed with
Teheran Stock Exchange.

On August 24, 2011, in the
course of the visit of Korea
Stock Exchange (KRX) dele-
gation to Kazakhstan, KASE
and KRX signed Memoran-
dum of mutual cooperation
on issues of development of
Kazakhstan’s stock market.
This Memorandum gave a
start to a joint project aimed
at the study of the current sit-
uation at the securities mar-
ket of Kazakhstan and subse-
quent development of specif-
ic recommendations related
to its development. The pro-
ject’s priority lines of activi-
ty are:

— settlements by T + 3 scheme

(including the issue of re-

mote membership);

Signing of the Memorandum on mutual understanding with Tehran
Stock Exchange (on the right — Dr. Hassan Ghalibaf Asl, President of
Tehran Stock Exchange)
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Meeting of FEAS working committee

— information technologies
(trading system moderni-
zation);

— regulatory rules and prac-
tice of market supervision.
In October 2011, the Pro-

ject scope and composition of

workgroup were determined.

In December of the same year,

representatives of KRX visit-

ed KASE for performing anal-
ysis of the current situation
at Kazakhstan’s stock mar-
ket (in terms of regulatory
framework and operating ac-
tivity). Bilateral discussions
resulted in identification of

. @@L

BUTTES POUGES FOR BETTER LVIS

stages and date of the Pro-
ject implementation. The Ex-
change expects that the Final
report on the Project will be
presented in May 2012.

On November 30, 2011,
the leading world’s suppli-
er of indexes — Dow Jones In-
dexes and FEAS launched the
first blue chips index quoted
at Eurasian stock exchang-
es, — equal-weighted index
Dow Jones FEAS Titans 50.
The Republic of Kazakhstan
was represented in this index
by common shares of Halyk
Savings Bank of Kazakhstan

o

ISTANEUL
-

EORSASI FEAS
e @

Meeting of FEAS Executive committee

32

JSC, Kazkommertsbank JSC
and KazMunaiGas EP JSC ,
shares of which in the index
structure at the beginning
of August 2011 were 2.07 %,
1.85% and 1.91% respec-
tively. As the index is equal-
weighted, and the weight of
each share is restricted by
two percent, the total por-
tion of shares of Kazakh-
stan’s companies in the index
was about 6 %. These shares
are included into the repre-
sentative list of KASE Index,
and also into the representa-
tive list of Dow Jones FEAS

Benchmark and S&P Kazakh-
stan BMI indexes.

In December 2011, KASE
joined the agreement between
Standard & Poor’s Financial
Services LLC (,,S&P*) and ex-
changes of countries — mem-
bers of the Organization of
Islamic Cooperation. Under
the agreements, S&P intends
to calculate, license and dis-
tribute in real-time the index
of 50 liquid shares (,,S&P In-
dex*), traded at exchanges of
countries included into the
Organization of Islamic Co-
operation.

17th FEAS Annual General Assembly

First Meeting of Eurasia Group on Corporate Governanct

for Capital Market Development

27-29 September 2011
Almaty, Kazakhstan




Report on major issues of corporate
development
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Planning of development

KASE’s new strategy — focusing on increasing
the liquidity of traded stock exchange instru-

ments.

s was stated above,
A the reporting year is
the first year of
KASE’s new Strategy which
was developed in close co-oper-
ation with the Exchange Board
members. The new strategy
approved by the Exchange
Board on February 24, 2011
identifies main directions of
the Exchange’s development
for 2011-2013 and sets a list of
objectives the Exchange in-
tends to reach. According to
this document, ,,By 2014 the
Exchange must become a mod-
ern infrastructural institute
of the national market of fi-
nancial instruments
sponding to
standards of trading sessions

corre-
international

organization, competitive and
attractive for local and foreign
investors, issuers, securities
market professional partici-
pants,
ground for funding of the na-

an effective trading

tional economy*.

In order to implement the
Strategy, KASE employees
had developed a three-year
Strategic Plan approved by
the Exchange Board on Feb-
ruary 24, 2011, on the basis of

which the Plan of major works
for 2011 was created, that is
the main document regulat-
ing activity of KASE depart-
ments in the reporting year.
This plan was approved by the
Exchange Board on March 31,
2011. Information about this
Plan’s implementation was
taken into consideration by
the Exchange Board without
any objections on January 31,
2012.

the reporting year. Within
frameworks of this objective’s
fulfillment, the Exchange
planned a number of activities
related to business continuity
management. In particular, in
March 2011 a workgroup for
development of plans for se-
curing continuity of the Ex-
change’s operations was es-
tablished. In July 2011, the
RMS organized training for
members of the above work-
group in the area of methodol-
ogy of preparing plans for en-
suring business continuity in
accordance with the British
standard BS 25999.

Internal audit

ithin the frame-
works of IAS (In-
ternal Audit Ser-

vice) Work plan for 2011, this
Service focused its efforts on
development and strengthen-
ing of internal control system.
For the reporting year, the In-
ternal Audit Service carried
out 15 audits which covered
all major aspects of KASE ac-
tivity. Special attention was
paid to high risk level areas.
At the same time, the Service
was carrying out the check of

compliance with requirements
of Kazakhstan’s effective leg-
islation and internal docu-
ments of the Exchange, and al-
so controlled execution of ac-
tivities on the basis of results
of previous checks.

Every quarter IAS submit-
ted reports on the results of
audits performed containing
information about existing
risks and control problems at
the Exchange to the Exchange
Board of Directors’ Commit-
tee for Audit.

Risk management

n the reporting year, the
I Exchange continued im-

proving its risk man-
agement system. On May 31,
2011, the Exchange Board
approved the Risk Manage-
ment Policy of Kazakhstan
Stock Exchange JSC in new
wording which was adjusted

in accordance with the im-
proved international stand-
ards related to risk manage-
ment.

The work of ensuring com-
pliance of KASE activity
with criteria stipulated for
obtaining full membership
in WFE continued within

Additionally,
was the arrangement of the

continued

Exchange’s remote backup
center in the town of Kaskel-
en (Almaty oblast), where in
2011, a complete infrastruc-
ture for placing computer
equipment was created, all da-
ta transmission paths were
connected and tested, the
center was partially complet-
ed with server equipment and

other computer hardware.

By decision of the Ex-
change Board dated June 30,
2011, the internal document
developed by RMS - Policy
of Continuity Management of
Kazakhstan Stock Exchange
JSC operations, was approved.
The document was put in force
on September 1, 2011 after ap-
proval by the FSC NBK.

For the purpose of regulat-
ing monitoring procedures,
identifications and evalua-
tions of risk events occurring
in the Exchange’s activity,
Rules for identification, eval-
uation, monitoring and re-
sponding to risk events were
approved.

Within the reporting year,
RMS together with other sub-
divisions prepared the follow-
ing internal documents ap-
proved by decision of KASE
Management Board on Decem-
ber 02, 2011:

— Rules for Arrangement of
Continuity and Recovery
of Activity of Kazakhstan
Stock Exchange JSC;

— Kazakhstan Stock Ex-
change JSC Emergency Re-
sponse Plan;

— Kazakhstan Stock Ex-
change JSC Crisis Manage-
ment Plan;

— Kazakhstan Stock Ex-
change JSC Activity Re-
covery Plan.

Over the whole reporting
year information about oc-
curred risk events was col-
lected from all subdivisions
of KASE, and on the basis of
results of such collecting, op-
erating and regular reports
were prepared. On the basis
of such reports, measures for
minimization of consequences
and frequency of risk events
occurrence were taken. Quar-
terly reports on risk events
were brought to discussion of
the Exchange Board members.
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Glossary
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ALT
bln
CIS
CS

DMA

eTrade

EUR
FEAS
FGS

FIAK

fig.

FISD

FIX

FSC NBK

GDP

GS

IAS

IFO

IPO

IRBIS

ISIN

JSC
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almaty time (GMT + 06:00)

billion

the Commonwealth of Independent States
corporate issue securities

direct market access — direct access to the Ex-
change trading system for second-level bidders
or clients of the Exchange members

eTrade LLP — branch organization of the Ex-
change

euro
the Federation of Euro-Asian Stock Exchanges
foreign government securities

the Financial Institutions’ Association of Ka-
zakhstan

figure

the Financial Information Services Division —
subdivision of financial-and-information ser-
vices included into the structure of the Soft-

ware and Information Industry Association —
SITA

financial information exchange — data trans-
mission protocol that is the international
standard for financial information exchange

the Republic of Kazakhstan National Bank
Committee for Control and Supervision of Fi-
nancial Market and Financial Organizations

gross domestic product (of the Republic of Ka-
zakhstan unless otherwise specified)

government issue securities (of the Republic
of Kazakhstan unless otherwise specified)

Internal Audit Service

international finance organization (interna-
tional financial organizations)

initial public offering

IRBIS Financial Markets Information Agen-
cy LLP — branch organization of the Exchange

international securities identification number

joint-stock company

JSREIF
KASE

KASE group

KASE Index

KASE_BY

KazPrime

KIBID

KIBOR

KIMEAN
KZT

Law of Risks
minimization

LLP

MAOKAM

market-maker

mass media

MCI

MEKAM

joint-stock real estate investment fund
the Kazakhstan Stock Exchange JSC

the Kazakhstan Stock Exchange JSC and its
branch organizations — IRBIS Financial Mar-
kets Information Agency LLP and eTrade.kz
LLP

index of KASE stock market
corporate bonds yield index, % per annum

average value of money offering rates for de-
posits stated by banks with the best in Kazakh-
stan credit quality

average value of indicative deposits rates for
interbank deposits in Kazakhstan

average value of indicative active rates for in-
terbank deposits in Kazakhstan

average value between KIBOR and KIBID
Kazakhstan tenge

the Act of the Republic of Kazakhstan Ne 524-
IV ,,On Making Changes and Additions into
Some Legal Acts of the Republic of Kazakh-
stan Regarding Regulation of Banking Ac-
tivities and Financial Institutions in Terms of
Risk Minimization“ of December 28, 2011

limited liability partnership

special middle-term public treasury obliga-
tions of the Republic of Kazakhstan Minis-
try of Finance (with maturity of two and three
years) (abbreviation of securities is in Kazakh
language)

member of the Exchange admitted as such by
the Exchange and assuming a liability to reg-
ularly announce and maintain bilateral quota-
tions for particular type of securities

mass communication media

monthly calculation index for calculation of al-
lowances and other social payments, and also
for applying fines, imposing taxes and other
payments in accordance with legislation of the
Republic of Kazakhstan, value of such index is
established by Law of the Republic of Kazakh-
stan ,,On the National Budget*“ in respective
years

public treasury obligations of the Republic of
Kazakhstan Ministry of Finance (abbreviation
of securities is in Kazakh language)



MEKKAM

MEOKAM

MEUJKAM

MEUKAM

Ministry
of Finance

miln

MUIKAM

n/c

n/t

National Bank

NIN

OECD

RFCA
RLA
RMS

ROA

ROE

RUB
SB

SES

short-term public treasury obligations of the
Republic of Kazakhstan Ministry of Finance
(with maturity of up to one year inclusive) (ab-
breviation of securities is in Kazakh language)

middle-term public treasury obligations of the
Republic of Kazakhstan Ministry of Finance
(with maturity of more than one and up to five
years inclusive) (abbreviation of securities is
in Kazakh language)

long-term public saving treasury obligations
of the Republic of Kazakhstan Ministry of Fi-
nance (with maturity of more than five years),
placed in saving pension funds (abbreviation
of securities is in Kazakh language)

long-term public treasury obligations of the
Republic of Kazakhstan Ministry of Finance
(with maturity of more than five years) (abbre-

viation of securities is in Kazakh language)

the Republic of Kazakhstan Ministry of Fi-
nance

million

long-term indexed public treasury obligations
of the Republic of Kazakhstan Ministry of Fi-
nance (with maturity of more than five years)
(abbreviation of securities is in Kazakh lan-
guage)

data are not given due to incomparability

instrument has not been traded or transaction
has not been performed

the National Bank of the Republic of Kazakh-
stan

national identification securities number as-
signed in accordance with legislation of the
Republic of Kazakhstan

the Organization for Economic Cooperation
and Development, international economic or-
ganization

the Regional Financial Center of Almaty city
regulatory legal act
Risk Management Service

return on assets — indicator of assets profita-
bility

indicator of own capital profitability — return
on equity

Russian ruble
subsidiary bank

state equity stakes

SO
SPF
SPO

SPT

STB
T+0
T+1
T+2

T+3

T+n

tab.
th.
the Exchange

TOD

TOM

TONIA

Trading
System

trin

TS

TWINA

USA
USD

WFE

subsidiary organization
saving pension funds
secondary public offering

a condition of settlement when transaction
closing occurs on the second business day af-
ter its conclusion (spot)

second-tier bank(s)
see TOD

see TOM

see SPT

a condition of settlement when transaction
closing occurs on the 3rd business day after its
conclusion

a condition of settlement when transaction

closing occurs on n business day after its con-
clusion

table

thousand

the Kazakhstan Stock Exchange JSC

a condition of settlement when transaction
closing occurs on the day of its conclusion (to-
day)

a condition of settlement when transaction
closing occurs on the next day after its conclu-
sion (tomorrow)

weighted average interest rate for transac-
tions of opening repo-operations for one day in
the market of auto-repo with public securities

of the Republic of Kazakhstan

trading system of the Kazakhstan Stock Ex-
change JSC

trillion

trading system of the Kazakhstan Stock Ex-
change JSC

weighted average interest rate for transac-
tions of opening repo-operations for the peri-
od of seven business days in the market of au-
to-repo with public securities of the Republic
of Kazakhstan

the United States of America
US dollar

the World Federation of Exchanges
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